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Case: RACE TO THE BOTTOM 


You will shortly be participating in a game simulation of the global economic 
system. You will be part of a team where there are about 10-14 teams, depending on 
which case. Some of the teams are based on organizations in the real world — for 
example, the World Trade Organization (WTO) or the AFL-CIO. Others are invented 
teams, meant to simulate similar players in the real world — for example, the government 
of Plantanoguay or the HAZMAT corporation. 


A full game consists of seven cases but you may only be involved in one or more. 
You will be given full information about your own team but basic information about the 
other teams will also be available to you for reference in your Resource Kit. 


You will receive a portfolio about your team with the following information: 
*** A brief general description of the team. 


*** Tnformation on your team that is specific to the case at hand and generally not 
available to the other teams. 


*** A frame — that is, a general way that the team looks at and understands the global 
economic system. 


*** The success indicators that reflect your team’s main goals in the game. These will 
go up or down depending on what actions you and the other teams take during the game. 


*** An access rule — that is, other teams who can automatically meet with you and those 
who require your permission to meet with you. 


*** The action options that are available to your team during the particular case you are 
playing. 


*** A rating sheet on the media coverage by the journalist teams in the game. 


Your goal is to raise the success indicators for your team. These will be affected 
both by your own choice of actions and on the choices of some of the other players — 
especially those with real world counterparts such as the World Bank and the World 
Trade Organization. Your frame will help to guide you in what kinds of actions are 
likely to raise your success indicators. These are not likely to be raised by actions that go 
against your team’s understanding of how the global economic system works. On the 
other hand, you may have practical reasons for taking some actions even though they are 
not necessarily the best choice from the standpoint of your frame. 


Resource Kit 


All of the participants will have available a Resource Kit in addition to the 
portfolio for their team. This resource kit is a reference document for all cases. Much of 
it may be irrelevant for your case or for your team. Your team portfolio will direct you to 
the parts that are essential for your team and the parts that may be relevant during the 
course of play. If possible, you should make a hardcopy of these sections to have 
available while you are playing. 


Depending on which team you are on, you will need different information, so you 
will be expected to use the Resource Kit selectively during the play of the game. It 
contains references and background reading about the other teams in the game as well as 
documents that may be relevant for action alternatives that you are considering. 


Hints for Playing the Game 


*** There is a lot to do during some phases of the game. The tasks can be made more 
manageable by employing a division of labor. For example, if you need to negotiate with 
or observe several different teams to achieve your goals, you may assign individual team 
members as chief negotiator with that team. 


*** Tn going through the relevant material in the Resource Kit, you may also find that 
some division of labor is helpful, with one team member becoming the “expert” on 
particular sections and acting as a resource person for the other team members. 


*** Tn locating which other teams are potential allies, you may want to identify the other 
teams that share your frames. The frames of other teams are included in the notes for that 
team in the Resource Kit. 


Playing the Game 


Each case begins with a scenario, describing events and relevant background 
leading up to the moment at which the case begins. This manual presents the scenario of 
trade disputes between the United States and the European Union involving two different 
commodities: bananas and beef. 


The game has five phases: 
Phase One: Strategic Planning. 


You will meet with other members of your team. No communication between 
teams is allowed unless exceptions are specified by the coordinators. You will need to 
spend some individual time reading over the portfolio for your team and relevant parts of 
the Resource Kit and discussing with your teammates or the coordinators anything that is 
unclear or confusing. You should make sure you understand your frame, your success 
indicators, and your action options. 


You have the following tasks during this phase: 


*** To a preliminary and provisional evaluation of your action options and 
decide with which other teams you need to meet to achieve your goals. 


*** Tf you are on a team that can grant access selectively to other teams, you 
should fill out your Access Form and give it to the coordinators before the beginning of 
Phase Two. If you are on a team that does not require that other teams have your 
permission to meet with you, you will not have an Access Form. 


During this phase, the journalist teams should also review the particulars of the 
case, including the audio-visual and other background material provided. 


*** You should decide on the sources you would like to interview or observe 
during the next phase. 


*** Some journalist teams will have an Access form to fill out to provide access 
for those players whom you wish to interview who are not on your automatic access list. 
You need to fill this out and give it to the coordinators before the beginning of Phase 
Two. 


Phase Two: Meeting and Negotiation. 


You will meet with other relevant teams to coordinate and make agreements as 
appropriate. Your action alternatives often depend on others for their effectiveness. 
Raising or lowering your success indicators may often depend more on what other teams 
do than simply on your own choices. This is the phase in which you have the opportunity 
to influence the choices of other teams. 

This is the phase in which the journalist teams gather the news. You will 
interview players and/or observe the ongoing action, gathering material to prepare your 
broadcast. By the end of this phase, non-journalist teams will need to decide which 
journalist teams, if any, may observe their discussion during Phase Three. 


Phase Three: Action Decisions. 


You will meet at your home base with other members of your team; no 
communication with other teams is allowed during this phase, unless exceptions are 
specified by the coordinators. 

The non-journalist teams have two tasks during this phase: 

*** You will need to make a final decision on which actions you are taking by 
filling out the Action Options Form in your portfolio (one per team) and giving it to the 
coordinators. 

*** You will need to prepare a short press release, announcing and explaining the 
actions you wish to emphasize. 


If you are a journalist team, some of your members may use this time to observe 
those other teams who permit you access. You may observe and take notes but not speak 
during this phase. Other members of the team may begin preparing and planning your 
broadcast. 


Phase Four: Press Conferences.! 


Each of the non-journalist teams should designate a spokesperson who will 
represent the team in this Phase. The spokespersons for different teams will participate in 
a series of press conferences, in the following order: 

WTO 

U.S. State Department 

European Union 

HAZMAT 

Poquita Banana 

Government of Plantanoguay 

Plantanoguay Popular Movement (PPM) 

(joint press conference) Campaign for Labor Rights (CLR), Interfaith Coalition 
and RA-RA (Raise a Ruckus Association) 


Each press conference begins by allowing those teams who wish to make a 
statement or to read their press release to the journalists to do this. Following this, only 
members of journalist teams will be allowed to address questions to the various 
spokespersons, individually or collectively. 

Before Phase Five begins, there will be a break of an hour or longer in which 
journalist teams prepare their broadcast and other, non-journalist teams are at liberty. The 
presentation of the journalist teams should reflect your preferred frame which should 
guide you in what facts, sources, quotes, visual images, actions, etc. are relevant and 
important and which are irrelevant or unimportant. 


Phase Five: Broadcasts 


The journalist teams present their broadcasts to the rest of the teams. The non- 
journalist players have the following tasks during this phase: 


**** Watch and listen to the broadcasts, evaluating them using the Broadcast Rating form 
provided in your portfolio (one per team). You will need to take notes during the 
broadcast to aid you in filling out the form after they have been completed. Filling out the 
form should be a collective decision of the team, so you will need to discuss your 
reactions to get a consensus. 


*** Mainstream journalist teams (WUSA and EuroPress), in addition to presenting their 
own broadcast, will be asked to fill out a Broadcast Rating Form about the broadcast of 
the alternative press team. 


' If you are playing an abridged version of the game, this phase and the Broadcast phase will be omitted. 


Race to the Bottom Scenario 


Disputes have arisen between the United States and the European Union 
involving trade in two different commodities: bananas and beef. 


The Banana Dispute 

The European Union imports about one-third of all traded bananas — about the 
same amount as the United States. It is the only major banana market that does not allow 
bananas to trade freely. The U.S. and Japan, for example, allow bananas to be imported 
with no limits on where they are imported from or on volumes imported. About 80 
percent of the bananas consumed in the European market are imported. 


The dispute in this scenario is a simplified version of the dispute in the real 
world.” The European Union distinguishes between two different types of imported 
bananas, based on their country of origin: Caribbean bananas and “dollar bananas.” 
Caribbean bananas are produced on small farms in hilly areas and are usually owned and 
worked by local family farmers. Dollar bananas are produced on large, mechanized 
plantations in Central and South America, some of them unionized and some of them 
non-union. The nickname of “dollar bananas” reflects the fact that they are produced on 
plantations that are either owned or their product is marketed by U.S.-based, transnational 
companies such as the Poquita Banana Company (see below). 


The European Union allows Caribbean bananas to enter the European market in 
unlimited amounts and duty free; in contrast, dollar bananas pay a stiff tariff of 250 euros 
per metric ton. The costs of producing Caribbean bananas are often double that of dollar 
bananas but the tariff allows them to compete successfully in the European market. The 
result of this system is that European consumers pay about 80 percent more for bananas 
than consumers in the United States. 


Three giant transnationals grow two-thirds of dollar bananas; the rest are grown 
on plantations owned by local elites, known as “national producers.” The transnationals 
have for many years been moving away from direct production, selling their plantations 
to these national producers, and then buying the bananas they produce to distribute and 
market. The transnationals maintain effective control over these sub-contractors since 
they control the land transportation, the docks, the ships, and the contracts with importers 
that are needed for distribution. 


Dollar bananas vary considerably in their production costs from country to 
country, mostly depending on whether the banana workers are unionized or not. The 
Coalition of Latin American Banana Unions, known by its Spanish acronym as 
COLSIBA, works collaboratively with other unions, including the AFL-CIO, and is the 
central member of the Campaign for Labor Rights (CLR) in this scenario. 


* The actual case is described in an appendix to the Coordinator’s Manual for Race to the Bottom, 
Appendix A: “Going Bananas.” 


Ecuador is the major source of non-unionized dollar bananas. By 2002, it 
produced 28 percent of all export bananas in the world market and one-fourth of all 
bananas consumed in the United States. “Its over 250,000 workers receive as little as 
one-fifth the wages and benefits of banana workers elsewhere in Latin America. . . Those 
who try to unionize are fired, threatened at gunpoint, blacklisted, or all three” (Frank, 
2005, pp. 10 and 66). 


The Poquita Banana Company has been a central player in the banana trade 
throughout its history. It is a well-connected U.S. company which owns several huge 
plantations in Latin America and in Plantanoguay. It is the dominant company in the U.S. 
banana market, accounting for some 70% of bananas consumed in the United States. The 
company maintains a large lobbying operation in Washington, D.C. and was the third 
largest contributor to the campaign committee of the incumbent U.S. President. 


Poquita Banana has changed its policies during the last several years. Once it had 
a reputation among labor and human rights activists as a notorious violator of workers’ 
health and labor rights. But in recent years, it has signed labor contracts with COLSIBA 
and other unions and worked cooperatively with corporate responsibility activists. 
Poquita has higher labor costs; its unionized workers generally earn good wages and 
receive extensive benefits compared to their non-unionized competitors. 


Poquita Banana has sought SA8000 and EUREPGAP certification for its banana 
production (see Resource Kit). About one-third of its banana operations are currently 
certified and it has applications pending for most of the remainder. The company has 
announced a goal of having at least 80 percent of its operations certified within the next 
two years. 


The Current Situation. The United States, Ecuador, and Plantanoguay have filed 
complaints against the European Union over its banana policies. They charge that the 
tariffs on dollar bananas, while Caribbean bananas are exempted, violate WTO rules 
because they give preference to some WTO members and not others. The WTO has 
appointed a dispute resolution panel to hold hearings and decide whether the EU policies 
violate WTO rules and, if so, what should be done about it. 


The removal of the tariff is likely to lead to the flooding of the European market 
with cheaper, non-union bananas, grown on large, mechanized plantations. Small 
producers in the Caribbean will not be able to compete and will be forced to explore 
economic alternatives — one of which is the cultivation of illegal drugs for the US. 
market. It will also encourage a flood of illegal immigrants from the Caribbean into the 
United States. 


The Government of Plantanoguay has asked that the tariff only be applied to 
dollar bananas from Ecuador and other non-unionized producers that fail to meet SA8000 
and EUREPGAP certification. It has warned that the complete elimination of the tariff 
for all exporters will set off a “race to the bottom” as producers try to compete with non- 
union plantations that fail to meet adequate certification standards. 


The Government of Plantanoguay has recently made an offer to Poquita to buy its 
banana plantations in Plantanoguay, contracting with the company to continue to act as a 
distributor and marketing agent. If the offer is accepted, the government plans to make 
the plantations part of an extensive land reform program. Previously landless banana 
workers would be resettled on the land and organized into producer cooperatives with the 
exports aimed at the European market. Because the banana workers are unionized and 
receive wages and benefits at the high end of the scale, the cost of these bananas will be 
more than twice the cost of Ecuadorian bananas. 


The dominant banana producer in Ecuador is a national producer, Noboa, that has 
had a falling-out with the U.S.-based banana company that has been distributing and 
marketing its bananas. They have made a “take-it-or-leave-it” counter-offer to Poquita 
which is on the table for a limited time only before it pursues other alternatives. It will 
sell bananas to Poquita for export to the European market at less than one-half of the 
price offered by Plantanoguay. Its “non-negotiable” conditions are that the company 
must accept the non-union nature of its banana production and will not seek SA8000 and 
EUREPGAP certification for the way the bananas are produced. 


The Plantanoguay Popular Movement (PPM) has been urging the Government of 
Plantanoguay to adopt an alternative approach to the problem — to shift production away 
from banana exports and toward greater self-sufficiency and food sovereignty (see 
Resource Kit, Food Sovereignty, for further detail). They have urged the Government 
to make this an essential part of its land reform program and to use the land purchased 
from Poquita and/or to expropriate the HAZMAT cattle farms (see below) for this 


purpose. 
The Beef Dispute 


The HAZMAT Corporation has a U.S. subsidiary, Natural Plus, that has 
developed a special breed of cattle, raised on large, factory-like farms. Several of these 
farms are in Plantanoguay. The cattle are treated with growth hormones that substantially 
shorten the length of time to reach a size where they can be slaughtered and marketed. 

The European Union has adopted a policy that bans the import of poultry and 
animals raised with artificial growth hormones -- on the grounds that the long term safety 
of such foods has not been established. The U.S. government, on behalf of Natural Plus, 
has filed a complaint with the WTO against the European Union ban on beef raised in 
such a manner, claiming in particular that it violates WTO rules against distinguishing 
among substantially similar products on the basis of how they are produced. 


WTO Panels 


The WTO has appointed two panels of experts to consider the cases: the Banana 
panel, and the Beef panel. The panels must report to the WTO ministers meeting in 
Toronto, Canada later this year, with final decisions to be announced at the end of this 
meeting. 


Teams for this case (13): 


World Trade Organization (WTO) (formed in 1995 as a mechanism for maintaining 
and modifying the rules of international trade put in place at the end of World 
War II.) 


U.S. State Department (the foreign policy branch of the U.S. government). In this case, 
the U.S. Trade Representative acts on behalf of the State Department. 


European Union (EU) (an economic union among European countries, creating a free 
trade zone with a common currency, the euro.) 


HAZMAT (a transnational corporation with headquarters in Brussels, Belgium). 


Poquita Banana Company. (a U.S. company which owns or sub-contracts with several 
huge plantations in Latin America and produces 70% of bananas consumed in the 
United States.) 


Government of Plantanoguay (a large country in South America led by a charismatic 
former worker and labor union leader). 


Campaign for Labor Rights (CLR) (a loose coalition of unions and other 
organizations, including COLSIBA — the Coalition of Latin American Banana 
Unions — representing some forty trade unions in eight countries. ) 


Interfaith Coalition (a coalition that includes a variety of religious, grassroots 
community, and student groups who support worker justice, environmental 


justice, and human rights.) 


RA-RA (Raise a Ruckus Association). (a coalition dedicated to encouraging the 
proliferation of skilled activists worldwide, using a diversity of tactics.) 


Plantanoguay Popular Movement (PPM) (a movement dedicated to reducing poverty 
and inequality in Plantanoguay). 


WUSA (a major television network that owns local stations or has local affiliates in over 
95% of the top 50 media markets in the United States). 


EuroPress (a major European based international news service). 


Liberation Press (an "alternative" news organization, created by private donors and 
foundations concerned about global inequality and human rights). 


Notes: The Transformation of Chiquita 


While the Poquita Banana Company is fictitious and many of the details are 
invented, it is inspired by the transformation of Chiquita Brands International, Inc. in the 
real world. Chiquita was formerly the United Fruit Company. The banana trade in 
Central America began in the 1870s and the United Fruit Company was founded in 1899. 
During most of the 20" century, United Fruit earned an unsavory reputation for 
fomenting wars to overthrow governments and using “bribery to buy rich tracts of banana 
land at a fraction of their true value” (see Bauman, 1998). One company manager 
captured the spirit with his quip, “A mule costs more than a deputy.”* United Fruit 
became widely known in Latin America by its Spanish nickname, E/ Pulpo (the 
Octopus). 


For most of the century, the company was a thriving business. Its banana brand, 
Chiquita, achieved an enviable degree of recognition with its jingle introduced in 1944 
(“I’m Chiquita banana . . .) and its Carmen Miranda symbol. 


In 1952, Guatemala elected a democratic government headed by Jacobo Arbenz. 
The new government passed an extensive land reform bill which included the 
expropriation of uncultivated United Fruit land (with payment that United Fruit 
considered grossly inadequate). United Fruit launched a campaign in Washington to get 
the United States government to take action against the government of Guatemala. In 
June, 1954, a CIA-backed invasion of Guatemala overthrew the Arbenz government and 
the U.S. supported a new government run by a military junta. The new government was 
friendly to the United States and the United Fruit Company. 


In 1990, the United Fruit Company changed its name to Chiquita Brands 
International, a tribute to the value it placed on its famous brand. Over the next 15 years, 
EI Pulpo became a different animal — a model of corporate responsibility. It agreed to 
certification standards maintained by independent environmental and labor organizations 
and practiced an unprecedented transparency. The transformation was gradual and came 
from the juxtaposition of external political and economic forces and internal company 
choices and policies described below. 


Social Movement Influences. 


The transnational environmental movement of the 1970s and 1980s spawned 
many different organizations — some more and some less contentious in their tactics. For 
the movement as a whole, the major banana companies with their careless use of 
pesticides and other environmentally destructive practices, were part of the enemy camp. 
Chiquita, with its E/ Pulpo history, provided an ideal symbolic target for the movement. 


In 1992, in spite of this atmosphere of mutual distrust, a cautious step-by-step 
partnership began to develop between the Rainforest Alliance and Chiquita. It took some 


> The quip is attributed to Samuel Zemurray, a colorful figure known as “Sam, the Banana Man,” who 
became the United Fruit managing director after the company bought out his holdings in 1930. 


10 


courage to do this from both organizations. The Rainforest Alliance, for its part, could be 
and was accused by other environmental organizations of “selling out.” For the 
company, the idea of allowing an independent environmental organization to certify its 
environmental and social performance must have seemed risky indeed. 


In the early 1990s, the Rainforest Alliance’s Better Banana Program (BBP) of 
certification was virtually unheard of in any industry. It was especially dangerous for 
banana farm managers to be seen with environmentalists. “Our field technicians met 
with company technicians quietly,” reported Chris Wille of the Alliance. As Taylor and 
Scharlin put it, “It verged on the incredible that a giant company, freighted with the old 
United Fruit baggage, could have broken from the pack to risk allowing the Rainforest 
Alliance — a comparatively tiny and outspoken defender of the tropical forest — to 
scrutinize its operations in every country where it had farms” (2004, p. 75). 


While this certification program was taking place under the radar, other European 
environmental organizations, especially in Europe and the U.K., continued to target 
Chiquita. The National Wildlife Federation in a campaign through Ranger Rick, its 
magazine for young people, urged kids to write letters to Chiquita CEO Carl Lindner and 
other banana companies, urging them to stop killing sea turtles. (Sea turtles were being 
strangled by the blue plastic bags, impregnated with insecticide, that were used to protect 
the bananas and then discarded improperly.) The leading anti-Chiquita campaign 
organization in Europe was Banana Link which brought together a network of 
environmental and labor organizations, including COLSIBA, the coalition of Latin 
American banana unions. 


In the summer of 1998, following the series of articles in the Cincinnati Enquirer 
described below, a major banana conference was held in Brussels, Belgium. It was 
convened by COLSIBA and a newly formed workers’ rights umbrella group, 
EUROBAN. The meeting emphasized the poor labor rights record of the dollar banana 
companies and especially focused on Chiquita. 


Economic Pressures. 


The 1990s saw a drastic decline in the value of Chiquita stock. In 1992, the stock 
hit a high point of $38.63 a share; by December, 1999, it had fallen to $5.13 a share. The 
years 1999-2000 saw a worldwide banana glut where supply outstripped demand. In 
2001, Chiquita filed for bankruptcy, unable to cover interest on its debt of $862 million. 

In February, 1998, the company experienced an expensive strike at a subsidiary in 
Panama. The strike lasted 57 days and the company estimated that it cost $10 million in 
lost sales and an additional $18 million to rehabilitate the plantations damaged in the 
strike. 

In October, 1998, Hurricane Mitch hit Central America and the Caribbean. 
Honduras, where Chiquita had 35 percent of its banana production, was especially hard 
hit. Chiquita lost 100 percent of its banana crop there and took hits in other Central 
American countries as well. One subsidiary of Chiquita reported losses of $200 million in 
damages. 
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Loss of the European Banana Market 

Chiquita, in the early 1990s, saw a great opportunity to expand its sales in the 
European market and in emerging markets in Eastern Europe and the Soviet Union. In 
1994, after the company substantially expanded its production facilities, the EU adopted 
the banana regime that gave preferences to bananas grown in former European colonies 
at the expense of dollar bananas. Before the anti-dollar-banana campaign in Europe, “the 
lion’s share of Chiquita’s banana profits came from a European market willing to pay a 
premium for the Chiquita brand” (Taylor and Scharlin, 2004, p. 31). In adopting the 
protectionist measures against dollar bananas, European trade officials were influenced 
by the campaign highlighting the unsavory history of E/ Pulpo. Their actions were 
popular ones, in spite of the higher costs to consumers. The EU trade preferences led to a 
much smaller than anticipated share of the European market for Chiquita. 


Unfavorable Publicity. 

In May, 1998, Chiquita’s hometown paper, the Cincinnati Enquirer published an 
18-page exposé of the company’s business practices, based on a year-long investigation 
by reporters Mike Gallagher and Cameron McWhirter. Their story revealed the fact that 
Chiquita secretly controlled dozens of supposedly independent banana companies in 
Central America. This allowed it to get around local government restrictions on foreign 
ownership of land. Their arrangements also limited labor unions on their banana 
plantations. The reporters revealed that Chiquita used pesticides which had been banned 
in the U.S. leading to numerous health problems among banana workers and had bribed 
government officials in Columbia. 


Chiquita responded to the exposé by attacking the Enquirer. Steven G. Warshaw, 
Chiquita’s President and CEO, said: ““We at Chiquita are shocked by the Enquirer’s 
admission that it obtained more than 2,000 messages containing confidential, privileged 
and proprietary information that was stolen from the private voice mail boxes of Chiquita 
employees.” Initially the Enquirer defended its evidence about Chiquita’s activities as 
coming from multiple sources inside and outside the company and backed by other 
documentation. But shortly thereafter, it issued a public apology to Chiquita in front page 
banner headlines for three days running. It also paid the company a reported $14 million 
settlement and agreed to block out the Enquirer stories about Chiquita on its website. 
Gallagher was fired and McWhirter was transferred to a newspaper in another city. 
Chiquita made no attempt to refute the substantive charges and there has never been a 
charge-by-charge company response. 


Inside Chiquita 


These external forces created a crisis for the company but they did not determine 
how it would respond. The transformation happened gradually over more than ten years 
and, remarkably, was sustained through the tenure of three different CEOs.* The 
partnership with the Rainforest Alliance not only broke new ground but seeded the 
dramatic changes that would occur in the period from 1999-2002. 


* Carl Lindner (1985-97), Stephen G. Warshaw (1997-2002), and Cyrus Friedheim, Jr. (2002-present). 
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By the early 1990s, the company was fortunate to have some middle managers 
who recognized that its E/ Pulpo image was damaging its valuable brand name. As 
Taylor and Scharlin put it, they understood that “business-as-usual was no longer 
working” (2004, p. 9). David McLaughlin, Chiquita’s senior director of environmental 
affairs, was the point man for the company in its partnership with the Rainforest Alliance. 
Chris Wille played this role for the Alliance. Their increasing levels of mutual trust 
developed over several years as they negotiated over the many substantive issues that 
arose in the development of the Better Banana certification program. Each became 
increasingly convinced of the good faith of the other’s organization. 


McLaughlin won a crucial ally within the company when he enlisted the backing 
of Robert F. Kistinger, President and CEO of the Chiquita Fresh Group. Kistinger 
reflected senior management’s belief in the strategic importance of branding. Better 
Banana certification, by an independent environmental organization, was a way of 
enhancing the brand for consumers. This could be justified purely on business grounds 
as an economic gain worthy of taking some risks. McLaughlin described the 1994 
Ranger Rick campaign and the letters it produced as “really a wake-up call.” 


The acceptability of the Rainforest Alliance as a partner was also helped along by 
informal relationships. Daniel Katz, a Cincinnati-born environmental activist, was part of 
the Rainforest Alliance team. He had played tennis with CEO Carl Lindner’s son, Keith, 
in high school. “I wrote a letter to Keith,” Katz reports, “saying I hope you remember 
when I messed around with your tennis game; now I want to get involved with your 
banana company.” 


The Better Banana certification process involved making major changes at every 
step in the production process. Between 1992 and 2000, Chiquita spent $20 million to 
certify the environmental performance of the banana plantations that it owned. By early 
2003, Tessie Whelan, executive director of the Rainforest Alliance, reported on its most 
recent monitoring as follows: 


The Rainforest Alliance and associated members of the Sustainable Agricultural 
Network have been auditing Chiquita farms for more than ten years. We have 
seen remarkable progress toward more eco-friendly production and healthier 
working and living conditions. During 2002, we once again assessed all of the 
farms against our rigorous standards. Many of the audits were done without 
warning the farm managers in advance. I am pleased to report that all of the 117 
farms were once again recertified. . . Chiquita and the company’s farm managers 
have a record of compliance with our standards. We are now challenging them to 
dig deeper into persistent and systemic environmental issues such as water 
conservation, agrichemical use, and biodiversity protection. 
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Worker Rights 


While the Better Banana Program dealt with some issues of worker health and 
safety, it did not deal with the full range of labor rights issues which were the focus of 
Banana Link and the labor movement more generally. When Stephen Warshaw became 
CEO in 1997, he began initiating steps to address this aspect of corporate social 
responsibility. 


Even before the devastating Cincinnati Enquirer series in May, 1998, he initiated 
what he described as “a disciplined path to corporate responsibility. . . not a public 
relations exercise, but a management discipline — a way to align ourselves around a core 
set of values, to build a sense of common purpose.” The negative publicity of the 
Enquirer series and the Brussels conference of labor rights activists and unions, seems to 
have spurred Warshaw to intensify these efforts. Shortly after the conference, Warshaw 
made a trip to San Francisco to meet with Business for Social Responsibility. He brought 
with him a long list of questions about a potential partnership between Chiquita and BSR. 


Warshaw assigned Jeffrey M. Zalla to lead the “top-to-bottom program of 
corporate responsibility.”° Zalla points out that the corporate responsibility steering 
committee which he chairs draws “its members from throughout the company — sourcing, 
logistics, marketing, human resources, environment, and public affairs, for example.” 


By March, 1999, Chiquita’s managers met with COLSIBA for the first time and 
began a series of negotiations on labor rights issues. In 2000, the company adopted a 
Code of Conduct in which it embraced Social Accountability 8000 as its labor standard 
(see Resource Kit, Social Accountability 8000 and EUREPGAP). On June 14, 2001, 
Chiquita signed an agreement with the International Union of Food and Restaurant 
Workers (IUF) and COLSIBA. Taylor and Scharlin call it, “one of the most stunning 
social responsibility turnarounds in industrial history.” 


With that act, Chiquita became the first multinational corporation operating in the 
agricultural sector to sign a “worker rights agreement.” Chiquita pledged to 
respect worker rights as elaborated in ILO conventions, to work to ensure that its 
independent suppliers also respected those rights, and to address long-standing 
worker health and safety concerns (2004, p. 152). 


The company demonstrated good faith by dealing aggressively with an 
independent supplier in Honduras who refused to reinstate workers who had been fired 
for union activity. As part of a company policy of moving away from being a direct 
owner of banana production, Chiquita sold one of its operations in Panama to a worker’s 
cooperative. Chiquita also sold its Columbian banana operations after reaching an 
agreement with the local unions. 


° Zalla was later promoted to Vice President and Treasurer as well as Corporate Responsibility officer. 
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Transparency 


Beginning in September 2001, Chiquita began issuing periodic “corporate 
responsibility” reports. Its first report offered a detailed analysis of working and 
environmental conditions for each of its banana operations in Latin America and 
identified key areas needing progress and attention. An environmental organization, 
SustainAbility commenting on it, noted “Its coverage includes some courageous accounts 
of weaknesses and failures, some of the most candid and honest reporting we have seen 
to date” (Taylor and Scharlin, 2004, p. 207). Subsequent annual corporate responsibility 
reports have maintained this high standard of transparency. 


Recent History 


Cyrus Friedheim replaced Warshaw as President and CEO in March, 2002, and 
has continued to support Zalla, Kistinger, and other internal leaders of the corporate 
responsibility effort. 


By 2004, all of Chiquita-owned farms had been certified and 46 percent of all 
Chiquita’s bananas from independent growers came from certified farms, up from 33 
percent in 2002. 


In February, 2004, Chiquita issued a press release announcing that independent 
auditors had certified its banana farms in Columbia, Costa Rica, and Panama as meeting 
Social Accountability (SA8000) standards and EUREPGAP food safety standards (see 
Resource Kit, Social Accountability 8000 and EUREPGAP, for details). The 
independent auditors included Bureau Veritas Quality International, European Food 
Safety Inspection Services, and Intertek Testing Services. Chiquita’s banana farms are 
the first to earn SA8000 certification in these countries. The company has committed 
itself to achieving EUREPGAP and SA8000 certification at its operations in Guatemala 
and Honduras. 


The certification procedures uncovered gaps between SA8000 standards and 
performance. “The problems of Guatemalan farms were so intransigent that the company 
replaced the entire management team. [The new team] arranged for union members to 
participate as observers of future internal audits and a timetable was drawn up for 
addressing problems such as child labor, sexual harassment, and freedom of association” 
(Taylor and Scharlin, 2004. p. 170). 


In its 2004 corporate responsibility report, “Sustaining Progress,” the company 
reported that it was extending its efforts to include its ocean shipping operations as well 
as banana production. It has set the goal of phasing out all refrigerated containers using 
chlorofluorocarbons which deplete the earth’s ozone layer. It also promises to reduce the 
sulfur content of ship fuel to less than half the maximum-allowable 5 percent. 
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While this transformation of Chiquita has greatly reduced labor conflicts, it has 
not eliminated them. Flooding in Honduras in November, 2005 from Hurricane Gamma 
left many of Chiquita’s plantations temporarily under water. Chiquita announced that it 
would close its plantation at Buenos Amigos, a unionized operation with a labor contract 
signed the previous year. The closing was announced unilaterally rather than negotiated 
with the union, a violation of the worker rights agreement that Chiquita had signed with 
COLSIBA and the International Union of Foodworkers (IUF). The company also 
announced that it would close a railroad subsidiary represented by the Sitraterco union. 


When the Honduran branch of COLSIBA was unable to resolve the disputes in 
negotiations with Chiquita, they formed an international solidarity mission, led by 
regional banana union leaders joined by NGOs. After investigating the situation, the 
mission held a press conference in January, 2006, denouncing Chiquita’s behavior. In 
response, Chiquita agreed to review the agreement with Sitraterco and signed a new one 
with the union a week later. The company also promised the [UF and COLSIBA to 
reopen the Buenos Amigos plantation as a Chiquita supplier under new management 
pledged to respect workers’ right to organize and to enter into a collective bargaining 
agreement. 


Doing Well by Doing Good. 


Clearly, the company sees business benefits in corporate social responsibility — a 
case of doing well by doing good. Its report points out that, compared to 2001, days on 
strike at its banana operations fell by 25 percent in 2002 and 70 percent in 2003. It saved 
$8 million a year from pallet recycling and lower use of agrichemicals. 


Jeff Zalla argues that high social and environmental standards are in the best 
interest of investors because they reduces risk and increase the certainty of future cash 
flows. “For example, achieving high labor standards can increase employee pride and 
productivity, but it also improves labor relations and reduces the risks of costly strikes. 
The result is beneficial to workers, the company, and investors” (Taylor and Scharlin, 
2004, p. 230). 
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WTO Action Options 
Banana Panel (Check all that apply) 


I. No action necessary. Parties to dispute reached an agreement and the complaints 
are withdrawn. 


On EU policy of duty free imports for Caribbean bananas but a tariff on dollar 
bananas of 250 euros per metric ton. 


___ II. Legal. No violation of WTO rules. 
____ III. To be legal by WTO rules, the following modifications are required: 


___ Ila. Eliminate all tariffs. 
___ IIb. Allow a maximum tariff of 125 euros per metric ton. 


___ IV. Sanctions authorized. (If EU policy is ruled illegal and the EU fails to modify its 
policy to conform to WTO rules): the United States and Plantanoguay may each place a 


tariff on EU imports up to a maximum of $200 million. 


___ V. Other (specify)° 


Beef Panel 


VI. No action necessary. Parties to dispute reached an agreement and the complaint 
is withdrawn. 


____ VII. Finding in favor of European ban. It does not violate WTO rules. 


___ VU. Finding against the European ban. U.S. is authorized to impose $200 million in 
sanctions against European imports until the EU changes its policy. 


___ IX. Other (specify)’ 


° You should check with the coordinator on whether such action is possible in the real world. 
7 You should check with the coordinator on whether such action is possible in the real world. 


ie, 


Summary of Automatic Access 


The chart below summarizes who has automatic access to whom for Race to the 
Bottom: 


Team Granting Automatic Access Teams Who Receive Automatic Access 


WTO U.S. State Dept., European Union, Govt. of 
Plantanoguay 

U.S. State Dept. WTO, European Union, Govt. of Plantanoguay, 
HAZMAT, Poquita Banana 

European Union WTO, U.S. State Dept., HAZMAT 

HAZMAT U.S. State Dept. 

Poquita Banana U.S. State Dept., Govt. of Plantanoguay 

Govt. of Plantanoguay WTO, U.S. State Dept., Poquita Banana, PPM 


Plantanoguay Popular Movement Govt. of Plantanoguay 
(PPM) 


Campaign for Labor Rights (CLR) Govt. of Plantanoguay 


Interfaith Coalition (None) 
RA-RA (None) 
WUSA WTO, U.S. State Dept. 
EuroPress WTO, European Union 
Liberation Press (None) 
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Date of Trial Run Coordinator 


Participant Evaluation Form 


Name of your team 


1. 


Were the materials explaining the game confusing in any way? If so, what did 
you find confusing? 


Was there too much material to absorb in too little time? Did you feel rushed in 
trying to make decisions during the game? If so, what were the points where you 
felt you needed more time? 


How easy or difficult was it to play your role? What parts were easy and what 
parts were hard, if any? 


Do you feel that you understand why your team’s score went up or down as it 
did? If not, what isn’t clear? 


Do you feel that the way your success indicators were affected were realistic? 
That is, would the team you were representing be affected in a similar fashion by 
the actions that occurred if they happened in the real world? Please specify. 


. Overall, what did you feel you learned, if anything, from playing this game? 
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